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THE UNIONS AND CO-OPS; A LOOK INTO THE FUTURE
By PAUL A. PFRETZSCHNER *
I
THE ECONOMIC and political impact of the merger between the AmericanFederation of Labor and the Congress of Industrial Organizations is already
undergoing full examination and discussion in the house organs of labor as
well as in the public press. For the present, however, there seems to be a tend-
ency to ignore a number of the "fringe" possibilities of the merger such as the
potential educational, cultural, and service benefits accruing to union member-
ship by virtue of its belonging to a larger organization. In the long run, it is
just possible that what are now considered to be the fringe benefits of the
merger may indeed become the richest prizes of the consolidation. One cannot
help speculating upon union sponsored cooperatives in this respect.
The history of urban cooperatives in America is dismal, and the record
of union sponsored cooperatives is even more bleak. In 1951, the twenty-one
largest wholesale farm cooperatives recorded sales exceeding eight hundred
million dollars, an increase in ten years from one hundred and sixty-nine mil-
lion. In the same ten year period, the sales volume of the major non-farm
cooperatives rose from two-and-a-half million to slightly over eight million
dollars, a mere one-hundredth of farm cooperative sales for 1951. While the
net earnings for the same farm cooperatives never fell below $3.10 per $100
of sales in any one year, and for six of the ten years exceeded $5.00, the non-
farm associations showed a deficit three of the ten years and only passed the
$3.00 mark once, in 1951. Something of the weakness of non-farm cooperatives
is further discerned when the urban type of operations of the farm co-ops are
examined. The volume of miscellaneous goods, including consumer goods,
sold by farm co-ops rose from 1941 to 1951, but the rate of increase was
nowhere near that of producer's goods, leading the Commissioner of the Bureau
of Labor Statistics to comment that, "Apparently, even the prosperous and
well-established farm cooperative wholesales find expansion in the consumer
goods field difficult, or not attractive, as compared with producer goods and
petroleum products." '
The Bureau of Labor Statistics in a 1953 report, offers some explanation
for the general lag in growth of urban cooperatives. In part, it claims, the
• Associate Professor of Government, Lafayette College.
1 United States Department of Labor, Bureau of Labor Statistics, Consumer Cooperatives in the
United States/Recent Developments, Bulletin No. 1158, pp. 4-7 (1953).
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reason is economic. Lacking the clientele to engage in large scale buying and
selling operations, the urban co-ops launched a vigorous educational and pub-
lishing campaign in the post-war years to attract a larger membership. At
the same time they branched out into a variety of new lines, many of which
were far from profitable. The result in some instances was near disastrous.
By 1949, deficits had exceeded $700,000, with annual earnings not even ap-
proaching $100,000. As the B.L.S. report presents the case, "The situation
forced drastic curtailment of operations, reorganization and liquidation of
uneconomic activities." 2 By 1951, the urban cooperatives were at least back
on the road toward fiscal solvency.'
But is fiscal insolvency or even bad administrative judgement the only
basis for the weakness of urban cooperatives in America? Hardly. The ex-
tremities of the problem reach into law and politics and sociology. There is
a problem of law and politics because the urban cooperatives do not have one
important advantage available to the farm cooperatives: cheap credit. To
achieve success in today's highly competitive consumer goods market, the urban
cooperative must be able to buy in the largest possible quantities and sell at
least its durable goods on the installment plan. For this it must have ready
access to credit. The farm co-ops, using Cooperative Banks supervised by the
Farm Credit Administration, find such credit easily available. There is no
similar source of government credit for the use of cooperative organizations of
city people.
Yet, even if such credit were available, if the urban co-ops could operate
under the same financial advantages as the farm co-ops, would there be a
reasonable expectancy of success? Not unless the attitude of urban consumers
were oriented toward cooperative, group action as a means of attaining patron-
age dividends on their purchases, and extremely little evidence is extant to
show that such an attitude does or can exist.
4
A comprehensive explanation of the reasons for a negative attitude toward
co-ops among city folk would require a paper of greater length than is con-
templated here, though some of the reasons are obvious. Successfully run
co-ops require the presence of a fairly stable, reasonably homogeneous group
that will find the co-op center advantageous in terms of price and convenience.
At the very outset, the high mobility of the American urban resident is a
significant factor that militates against the possible success of a cooperative
2 Id., p. 6.
3 Ibid.
4 Id., pp. 8-9.
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society organized to meet urban needs. 5 Not only do urban dwellers move
from city to city to improve their economic position or job status, but they
move from neighborhood to neighborhood within cities for a great variety of
reasons, sometimes economic, sometimes because of the change in the size
of the family, sometimes to live closer to a new job, and sometimes just because
the far hill looks the greenest. Neighborhoods that once were stable at least
on the basis of religious attachment or ethnic homogeneity now cannot often
be called neighborhoods at all but simply dormitory space for collections of
diverse and frequently transient peoples.' The city dweller, furthermore, unlike
his country cousin, often cannot see the point nor purpose in organizing a co-op
because in many cases it appears to be unable to compete with chain stores,
discount houses, and large department stores with regular "sales". As James
P. Warbasse, President Emeritus of the Cooperative League of the U. S. A.,
once wrote, ". . . consumers cannot maintain a persistent loyalty to the co-op if
they can buy cheaper elsewhere. Nor should it be expected." 7 The urban
dweller, particularly the person in the larger metropolitan area, is made aware
day and night of a great deal of competitive retailing. If it is not always
competitive in price, it is at least competitive in convenience or attractiveness.
Furthermore, there is a tremendously wide range of choice ordinarily available
to the urban consumer. Under one roof a department store may offer him a
half-dozen brands of refrigerators, a dozen brands of TV sets, perhaps twenty-
five different brands of suits and coats. This advantage is in many respects
just as important as the price factor. And if the urban buyer does not like
what he finds in one store, he may go to the one next door-or to the one in
the next city for that matter. The aspect of choice and variety help a great
deal to explain why the rural cooperatives do not succeed in the field of con-
sumer goods as they do in the field of production and processing commodities,
because the farmer owns an automobile too, and his wife is of no different
temperament when it comes to buying things for herself, her family, and her
home. Mobility, transcience, urban decentralization-these are factors which
tend to outmode the classic thinking about cooperative organization.!
Now, what specifically about union sponsored cooperatives? Perhaps the
best thing one can say is that there have been some. The consumer cooperatives
5 Albert Rees, Labor and the Cooperatives: What's Wrong?, 6 ANTIOCH REVIEw 327-640
(1946).
6 Undoubtedly decreased immigration has had its effect also, for Europeans experienced in co-
operative action are no longer arriving in large numbers, and the hyphenated American neighborhood,
lacking reinforcements, is in the process of disappearing from the national scene.
7 WARBASSE, CO-OPERATIvE DEMOCRACY 198 (5th ed.).
8 See Murray D. Lincoln's interesting comments on this problem in Cooperative Directions, 4
ANTIOCH REVIEW 609-610 (1944).
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in Quincy and Fitchburg, Massachusetts, Superior, Kenosha, and Racine, Wis-
consin, Waukegan, Illinois and Dillonvale, Ohio, to name some of the earliest,
were of trade union origin.' The problem of determining the exact number
in existence at any given moment is by no means simple for there is often
little evidence of the precise nature of the union's role in sponsoring or organiz-
ing the co-op group. Various unions have moved in and out of cooperative
ventures, leaving a rather scanty record in their wake. In 1946, Albert Rees
attempted to assess the number of union sponsored co-ops then in existence.
Of the 3,192 cooperatives in the United States affiliated with National Co-
operatives, Inc., 125 were of working class origin, though many of these had
not been started by unions.1" Union co-op failures have been widespread and
regular. Rees recorded twelve such failures in the period 1936-1946,11 and
earlier the United Mine Workers lost $750,000 in the state of Illinois alone
on a cooperative experiment."'
Despite this barren record, however, the unions continue a policy of at
least verbal tribute to and acceptance of the cooperative idea. There has been
strong publicity within the unions to support the cooperative movement, and a
good many articles have appeared in union journals extolling the values of
cooperative purchasing. In 1944, the A. F. of L. created a national department
of consumer cooperation. Many unions have formally endorsed the idea of
cooperative buying, and countless resolutions have been adopted at union con-
ventions praising the cooperative system.1 Perhaps two of the most recent
would be of interest.
In the Annual Report of the Executive Council of the A. F. of L. for 1954,
the following statement on cooperatives is found:
Our affiliates should continue to give all possible support and leadership
to foster the growth of cooperative enterprises. Trade union members and
their families and friends should participate actively in this democratic move-
ment. Our Federation should give guidance and assistance to our members
to help them organize and take a leading part in cooperatives to the end that
both the responsibilities and the benefits of their successful operation might be
shared on the broadest possible basis.14
9 WARBASSE, op. cit. supra note 7, at p. 234.
10 Rees, supra note 5, at p. 330.
11 Id., p. 332.
12 WARBASSE, op. cit. supra note 7, at p. 235.
V'Rees, supra note 5, at pp. 327, 332-333; MILLIS AND MONTGOMERY, ORGANIZED LABOR
338-340; see also 21 CONSUMERS COOPERATION 199.
14 AMERICAN FEDERATION OF LABOR, 1954 Policy on COOPERATIVES As Stated in Annual
Report of the A.F. of L. Executive Council and Official Actions of the 73d Convention, Los Angeles,
September 20-27, 1954, p. 1 (mimeographed).
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The Report of the Resolutions Committee at the sixteenth constitutional con-
vention of the C. I. 0. in 1954 included this resolution on cooperatives and
credit unions:
From its inception the Congress of Industrial Organizations has befriended
and supported all genuine cooperative organizations in the United States.
The cooperative movement is an effective agency in the effort to increase
the purchasing power of workers' wages and is a growing force in the battle
against monopolies. In addition, cooperatives provide a field for common
action in which organized labor can join with others in order to advance the
public welfare.
This Convention . . . reiterates its support for legitimate consumer and
producer cooperative enterprises which not only practice sound cooperative
principles but also maintain labor-management relations that carry out trade
union principles. 15
The impression should not be left, however, that all unionists at all times
have always looked favorably upon the cooperatives. William Green apparent-
ly feared cooperatives when he wrote:
There is a real danger in the United States, where powerful interests are
constantly seeking to keep wages at the lowest possible level, that cooperatives
may become merely the means of helping low-paid workers to exist on a mere
pittance. Wage standards must be buttressed by strong trade union organiza-
tion if cooperators are to have income to spend in their stores.' 6
In assessing the strength of union sponsored co-ops in America, a number of
writers have taken account of the publicly uttered approval by union leaders
and their apparent private hostility."' It should not be forgotten, furthermore,
that American unions, unlike most of their European counterparts, are generally
not agencies of social welfare, fraternal and beneficial societies, or socialist
political action groups. They are, strictly speaking, business unions-or in the
parlance of the trade unionist, bread and butter unions. Their lack of ac-
15 CONGRESS OF INDUSTRIAL ORGANIZATIONS, Report of Resolutions Committee, Sixteenth
Constitutional Convention of the Congress of Industrial Organizations, Part IV, p. 6.
16 MILLIS AND MONTGOMERY, op. cit. supra note 13, at pp. 338-340.
17 For example, in James Warbasse's COOPERATIVE DEMOCRACY, supra note 7, this paragraph
on the problem is to be found:
"In many countries, although friendliness is expressed, there exists a certain trade-union coolness
toward the co-operative movement. Some trade-union leaders are jealous lest co-operation attract
the interest of the workers away from trade-unions. In the so called 'workers' political movement',
this same undercurrent is seen. This hostility is not the rule; it is exceptional, and not always
easy of discovery. It is found in some officials and academic theorists. However, it is a real force
and operates to 'hamper the advancement of cooperation among the organized workers, although
the rank and file of organized workers are scarcely conscious of it and do not approve it where
they know it exists. The United States is the country in which the attitude is most conspicious.
As a result, labor is comparatively backward in co-operative organization."
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complishment in the field of cooperative activities might be partially explained
in these terms. 8
In the final analysis, however, there is the inevitable conclusion that
failure of the unions to establish strong cooperative auxiliaries lies in simple
pragmatic considerations. Union co-ops are, obviously, subject to all of the
limitations of the ordinary urban cooperative, plus additional difficulties. Union
members are the very people who give the modern city its quality of im-
permanence. Not only do they move often, but they seldom live as a group
in any community. As Albert Rees quite succinctly points out, the local union
is built around the place of work, the cooperative must be built in the neighbor-
hood where the people will go to buy. The workers are far too dispersed
to expect them to buy at any one neighborhood store. 9 And union backed
cooperatives have failed, sometimes miserably. They have failed from lack
of membership interest, from ineffective organizational education, from in-
sufficient capital, from inadequate administrative talent, from bad planning,
from almost as many causes as there have been co-ops. Where such a serious
record of failures exists, it could hardly be expected that anyone except the
most optimistic union leader would urge his brethren into such a dubious
venture. If "Nothing succeeds like success", nothing deters like failure.
II
The foregoing analysis is based upon pre-merger data. What are the
possibilities in the field of union sponsored cooperatives with America's most
vital production and distribution employees joined in a single organization?
Is there any alternative to past failure? Is there another way out?
In the first place, one can reasonably assume that almost nothing can
happen until leadership at the top determines to abandon its passive role and
its casual acceptance of locals engaging in small cooperative experiments, until
leadership at the top decides to create a single cooperative adjunct of the new
A. F. of L.-C. I. 0. If cooperative organization is left to local initiative as
before, the record will be just as dismal-or even more so. To be successful,
a modern urban cooperative cannot be just another retail outlet. It must take
the form of a nationwide wholesale distributive chain with retail and service
outlets in the urban areas where there is a concentrated population of union
members and a mail order system to serve the rest of the country. Such a
I8 There is also a substantial group of cooperative advocates who frown upon the union spon-
sored co-op because it is a corruption of the Rochdale principle of co-ops open to all.
"A cooperative cannot be run in the interest of any political party, trade union, or other special
group and remain a cooperative. Cooperation is of the consumers and by the consumers acting for
the consumers." WARBASSE, op. cit. supra note 7, at p. 235.
19 Rees, supra note 5, at pp. 333-337.
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cooperative would require a vast amount of initial capital and a continuous
supply of additional capital as the volume of sales increased. To meet the
competition of the discount merchant, it must undersell him in all the lines and
brands he carries, and it must excel him in service facilities. A national dis-
tributive cooperative, depending upon the purchasing power of a giant national
union, could undoubtedly develop a volume of business resulting in a low price
policy which simply could not be matched by the locally established cooperative
-or the local merchant, for that matter. By eliminating stock holders' profits,
by selling at low mark-up, and by returning a dividend on purchases periodically
to cooperative buyers on a national basis, it would have the potential to succeed
where others have failed.
A cooperative such as this would, of course, have to operate under the
laws of the United States and the several states regulating trade and commerce.
It should not be designed to become a monopolist in any field; nor could it be
allowed to obtain an unfair advantage in purchasing from the manufacturer.
It could lower the cost of many commodities to its membership, however, by
using the power of the union to insist that the manufacturer sell his product
to the cooperative at the same price it is sold to other outlets. Resale to
cooperative members without the extremely high middleman's mark-up common
to many items would result in extended purchasing power for trade unionists.
Cooperative retailing of automobiles, as a single example, offers an unexplored
opportunity.
A union sponsored cooperative, selling the products of union labor, would
not have to engage in the questionable advertising which frequently charac-
terizes the retail field. The snake oil men would not be on the payroll, and
their hokum would not be part of the overhead. In fact, the cooperative
should offer consumers reports on the merchandise for sale at low cost to the
member. Since a good choice of brands would be offered, the cooperative could
not be charged with discriminating in favor of the brand name it was offering
itself.
The disadvantages and obstacles opposing the creation of such a cooperative
giant as this are almost too many to count. It would take the time and talent
of union leaders who are currently dedicated to other objectives. It would
require a tremendous educational program within the unions to teach the ad-
vantages and techniques of cooperativism and to obtain the mass clientele for
the co-op. It would involve a concurrent public relations program to acquaint
the general public with the objectives of the new organization. It would
require, as noted before, extremely large amounts of capital, available, in all
probability, only from the union welfare funds. A national distributive co-
1956.]
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operative is not, furthermore, necessarily assured of success. It is a risky
proposition at best.
But the union sponsored cooperative offers many enticing advantages. The
first, obviously, is that it offers the promise of increased purchasing power for
the union member by lowering the cost of the things he buys, and there is no
question that a tremendous guaranteed market can appreciably lower costs.
As James Warbasse wrote:
"Trade-unionism is incomplete without organization at the point of con-
sumption to supplement organization at the point of production. So while the
trade-union movement was established to secure for the worker the best returns
for his labor, the co-operative movement was established to secure for the
worker the best returns for the fruits of his labor. The first gives the worker
more means with which to purchase, the second gives him more purchasing
power with his means. The two movements are complementary." 20
There are more than mere economic advantages, however. The mere
existence of the cooperative can be a source of strength to the union. If the
co-op attains a large volume of sales and if it sells only goods with the union
label, some manufacturers may be induced to sign a union contract more easily
to get their goods on the shelves of the union co-op. Conversely, the existence
of the co-op may be an added inducement to many persons to sign up with
the union. Particularly would this be true of the clerk, white-collar, semi-
professional and professional workers, the largest body of non-union workers
today. They may feel a loss of caste or status by joining a union--or they may
not see the immediate advantages-but if by joining they can substantially
reduce the cost of their new automobile, their living room suite, or their
children's clothes, they may be somewhat more inclined to do so. The union,
after all, is a means of promoting the economic efficiency of the worker, and
whether it does so by obtaining an increase in wages for him, or by making
it possible to spread the wages he receives and thereby increase his standard
of living, he is apt to feel a greater sense of loyalty toward it.
The creation of a large scale cooperative would undoubtedly be met by
the most vigorous sort of hostility from the established merchants, and if
history is a fair judge, probably the first thing they would try to do would be
to legislate it out of existence. There is no question that it would hurt the
inefficient merchant, as the discount houses are now hurting some, as well as
the merchant who does a heavy volume of sales with union families. In the
long run, however, the effect would probably be salutary. American business
has a way of responding to a challenge of this sort, and such a cooperative
20 WARBASSE, op . cit. supra note 7, at p. 222.
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would no more destroy private merchandising than the supermarket has elimi-
nated the corner grocery. The co-op could very well act as a yardstick for
business practices. Arriving late on the merchandising scene, it should be
expected to engage in a fair amount of pioneering in urban sales methods
from which the private merchant could learn a great deal. In building a retail
sales outlet, for example, the co-op can begin with all of the knowledge gained
from the studies of urban and suburban population trends, parking needs,
numbers of automobiles, etc. It is not tied to a downtown tradition; nor
would it be saddled with downtown capitalization costs. It would be free, in
other words, to indulge in a complete restudy of urban merchandising needs.
Some changes and improvements in the politico-social realm might also
be expected. Participation in a cooperative venture will constitute an educa-
tional process for the trade unionist. As a partner in a business venture, he
will have an opportunity to develop an understanding and a sympathy for the
problems of management. What seems more important, he will become
cognizant of the possibilities inherent in cooperation-of men and women
meeting together on a common ground to solve a problem to the advantage
of all parties.2'
In the second place, the expansion of union activity into the field of
cooperatives should serve to strengthen the union itself, for it adds to the
functions which the union performs for its membership. The trade unionist
looks to the union not merely to negotiate his conditions of labor with manage-
ment, but to negotiate with the marketplace as well. If, in the next twenty
years, the success of unions in the latter area were to equal their accomplish-
ments in the former in the last twenty, the individual loyalty of the trade
unionist to his union would undoubtedly be intensified. The union, in other
words, would attain increased status, increased prestige as an object of loyalty
by the membership. In the same sense, the union's power in political action
would be expanded. Union members with a stake in a vast cooperative would
have more to protect in the legislative halls and could be expected to attain
an increased sense of responsibility for their union's political action program.
The union's political status would increase too by virtue of the additional union
membership attracted by the cooperative.
III
It is not inconsistent to paint the very grim picture of urban and union
cooperativism in America and then suggest that the new A. F. of L-C. I. 0., in
21 For a further expansion of this theme, see Edward S. Skillen's admirable piece, The Auto
Workers and Co-ops, 49 THE COMMONWEAL 485 (1949).
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the precarious years ahead, should plunge into a vast cooperative enterprise.
It would be an inconsistency to suggest that the A. F. of L.-C. I. 0. continue to
advocate the kind of union sponsored cooperatives now functioning, for their
success can at best be only mediocre. A new opportunity is offered now. The
very size of the organization, its bigness if exploited, radically alters the situ-
ation. So does the availability of large amounts of capital in the welfare funds.
And the high mobility of urban labor, once thought to constitute a bar to the
organization of cooperatives, is now the very factor that could make the venture
successful. At the same time, continued union growth requires organization
of the white collar workers where such an inducement as automatic membership
in a cooperative that genuinely adds to the individual's purchasing power may
spell the difference between success and failure in an organizing drive.
No great imagination is required to recognize the extent of the challenge.
